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Dear Sir or Madams

We have considered your application for recognition of exemption from,
Federal income tax as a Business League described in seszdion 301(c)(6)
of the Internal Revimue Code. . ’

The information you submitted discloase that you are incorporated &s a .
non-stock corporation under the provisions of :
NN, The purpose for which you are organized is to
act &s a non profit corporation through which payment ghall ba made for
common advertising and promozional activities purchased from and supplied
by others to promoté the sale of | Cars and/or Trucks by
authorized [ dealers.

You are a membarship organization. Any parson, f:ltm. or 8orporation

holding a diract dealer arrangement with

N co soll NN cars and/or trucks in the I
Seles Zone is eligible for membegship. Any member of the corporation
shall ipeo facto cease to be a member therein in :he event he shall cease to’
heve in effect such direct dealer agreement with NG
I , and thereafter he shall not further rights whnt-

soever in or to any amsets or property of tha Corporntion.

Your :I.nme is darived solely from your ::e:nbera. Bach membar contributu
to the Corgoration YN for each NN car and/or truck purchased
by such member from NNV and its autho-
rized Truck Center or such other amount as shall bs dstermined from tima
to tima by the affirmative vota of two-thirds of the members. No other
dues shall be payable by or collectdd from any membaer of the Corporation.

Your sole activity is the sponsorship of a'joint advartising program for
your members. Your income is.used only to pay.for I advertising = -
and promotional activities purchased from and supplied by others.of such
types as shall be determined from time to time by the Board of Directors,




~
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All funds spent for advertising purposes shall be equitably expendsd for
the benefit of each maber.

Section 501(c)(6) of ths Internel Revemse Cods providea for ths exemption
frox Federal income tax of businsss leagues, €hambers of Sommorce, and
Boan!sofrudomtorgmimdforpmﬁtmﬂmpartofthenatominn
of vhich 1mizss o thé Leiefit of any private shareholder or individual,

Section 1.501(e) (6)~1 of the Income Tax Regulations states that a business
leagus is an essociatism of persona having scms coomon business interost,
ths purposs of which i8 to promote such common interxest and rot to engage
in a regular business of a kind ordinarily carried on for profit. Its

activities should b4 directed to the improvement of businsss conditions
of one or wore lings of business as distinguished from the perfome of
particular earvices for individusl persons.

Revenue Ruling 67-77, 1967-1CB, 138, held that an organization composed
of dealers in m certain make of automobile in & designated area organ-
ized and operated for the primary purposs of finanéine gensral adverti-—
ing campeipgns to promcto, with funds contributed by dealer msubers, the
sale of that make of automobile was not entitled to exemption undat 8ac-
tion 501(c){6). The mationale of thisz denial of examption was that. tha
orpanization was performing particular ssrvices foxr ita members.

Ruvenue Buling 68-182, 1968-1, CB 263, states that it is the pogition
of the Internal Revenue Service that organizations prtwoting a single
brand or product withinzline of business do not quaiify for exemption
from Federal income tax under section 501(c)(6) of the Code.

Revenus Ruling 64-315, 1964~2 CB 147, involved an usociltwn of mer-
chants whose businesses constitutvd s, shopping center, -This organiza-
tion exolusively spent its furds in edvertising in various nswspapers

- and on radio and television in order to attract customers to this

shopping center. Ths advertisamnts contained the names of membsr
merchants «ad their merchandiss. This organization was donled exssption
under section 501(e)(6). It was statkd that the advertising program as
stated above constituted the perfermance of particular services for
members rather than an accivity directed to the improvement of business
conditions generally 2z requirsd by the applicable regulations.

From the infosmation you have submitted, and which has basn adsad 1=
thie letter, youx ucgamza:.wn is similar to the organization in
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Revers ww.iny 67«77 bove. Also by promoting only & brand name -~
product you are not pramoting a line of business lut are pezfoming
particular services foi your mesbars, It is therefors coneludsd that
¥you do not qualify for examption from Fedsral income tix as &n organizse
tion describod in gection 501(c)(6) of the Code. It hes also btosn

You are required to file Fodaral income tax retums on Fora 1120. ‘The

Roturn for the ycar 1981 should be filed with your key District Diveotor

for exempt organizarien in Haltimcre, Maryland, within 60 days of the date

of this letter, w:iess a request for an extsnsion of time is granted, File

Roturns fer latg: tax yoars with the appropriate service contai mﬁuwd
instruet: 'ns for tmum. L

not ac:ept our findings, wreemdthatymrequutacdnfomu

should include s wgttten appeal giving the facts, law, and env other informa~
tion to support your position as explained in the enclosed Publication 892,
You will then be contectsd to arrange a dato for a comference. The conference
zay be held at the Reglonel Uffics,or, if you request, at any matually .
couveniont Digtrier office. Jf we do not haar from you within 30 deys of the
dauofthi 8 letter, ‘this deumimtionuﬂlhmﬂul
incerely yours,
]
District Director

of. our_Regional Office of Appeals. Your request for a conferencs

rey



